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Expansion Continues With Economy Gaining
Strength in the Fourth Quarter

The Fairfax County Coincident Index,
which represents the current state of the County’s
economy, increased to 123.45in November, for again
of 0.69 percent. Thisincrease extendsthe Index’sup-
ward trend to a fourth month. During the first
11 months of 1999, the Index wasup for thefirst three
months, then declined for four months, and has now
registered four monthly gains. These upsand downs
translateinto a continuation of the economy’ s expan-
sion with an overall gain year-to-date of 4.6 percent.
In November, three of thelndex’ sfour componentswere
positive.

Total employment increased for afifth consecu-
tivemonth and for the ninth timein 11 months;

Transient occupancy tax collections, adjusted for
inflation and seasonal variation, were up for a
fourth month; and,

Consumer confidence increased off-setting its
Octaber decline; while,

Salestax receipts, adjusted for inflation and sea-
sonal variation, weredown dightly following two
monthly gains.

TheFairfax County L eading | ndex, which
isdesigned to forecast the performance of the County’s
economy nineto twelve monthsin advance, increased
0.84 percent to 105.89 after having declined in the
previoustwo months. For the 11 months of 1999, the
L eading Index hasbeen up infivemonthsand downin
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six but has sustained adlightly positivetrend over this
period gaining 1.04 percent. And, withthelndex’sgain
in November, it isnow tracking the 12-month moving
average growth trend. Four of the Index’s five
components contributed to the Index’s gain in
November.
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Consumer expectations increased in November
after decliningin the previoustwo months;

Residential building permits were up sharply
reversing two substantial monthly declines;

The total value of residential building permits
increased for thefirst timein three months; and,

Initial claims for unemployment insurance
decreased (improved) for thefourthtimeinfive
months; while,

New automobileregistrationsdropped for asecond
month and for thethird timeinfive months.

TheFairfax County economy has experienced
strong growth in 1999 although the pattern of gains
over the year has been uneven with adeceleration in
the middle third of the year followed by a rebound
beginning in August and extending at least through
November. While the economy continuesto grow at
an annualized rate exceeding 5 percent, its foreword
looking indicators have not performed as strongly
dating back to February. Whilethe Leading Index has

been up and down over theyear and grew in November,
it is no longer leading the historic trend (12-month
moving average). This moderation of the Index’s
growth trend is pointing to slower growth in the
County’ seconomy in 2000.

CURRENT CONDITIONS

Thevitdity of the Fairfax County economy is
most easily seen in its continued strong job growth.
Over the past 12 months, 24,395 new jobs were
generated by the County’'s economy, a gain of
5.0 percent. Thisjob gain accounted for 35 percent of
the 68,100 new jobs generated in the Washington
metropolitan area, an areawideincrease of 2.6 percent.
These job growth rates show that the Fairfax County
economy isgenerating new jobsamost twicetherate
astheWashington area. Atthesametime, the County’s
unemployment rate has dropped to 1.5 percent, down
from 1.7 percent in November 1998. This rate
compares to 1.9 percent for the total Washington
suburbs and to 2.3 percent for the Washington
metropolitan area.

The continuing growth of thelocal economy
has been supported by the expansion of the employment
base and the new income this has brought into the
County. This new income has helped support higher
consumer spending which is up almost 12.0 percent
for the year compared to an estimated increase of
10.0 percent inthe metropolitan area. Regionally, gains
in durable goods sales have been responsible for most
of theincreasein retail sales. With automobile sales
up 13.3 percent in Fairfax County, the same pattern may
have occurred. A shift of consumer spendingto durable
goods makes retail spending more vulnerable to
changes in consumer confidence and increases in
interest rates.

With consumer confidence on the rebound
fromitsdecline during thelate summer and early fall,
the other major concern in the economy is the
availability of qualified labor resources. With the
County’ slabor forcegrowing just 1.25 percent and its
employment base increasing by 5.0 percent, the
shortage of workers would appear to be a growing
problem. Theonly solutionintheshorttermistorely
on non-resident workers coming into the County tofill
its jobs. This growing dependency on non-resident
workers may explain the County’ s worsening traffic
congestion.
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The monthly over-the-year performance of
the Coincident Index confirmsits strong gainsbuilding
on last year's (1998) growth. It also shows the
economy’ s same-month gains slowing dlightly asthe
year progressed through May. Since May, however,
the same-month gains in the Coincident Index have
been remarkably steady. This stability in the growth
rates over the past seven months suggests that the
County’s economy is in balance and has no major
distortions or weaknesses that could substantially
undermine its near-term performance.

NEAR-TERM OUTLOOK

Theforecast for the national economy isfor
growth to slow from its 1999 estimated rate of
4.0 percent t0 3.25in 2000. TheFederal Reserve Board
has raised interest rates three times in 1999 in an
attempt to slow the economy with only minor effects

so far—the housing market has slowed as fixed 30-
year mortgagerates haveinched above 8 percent. With
at least one more rate increase and more likely two
early intheyear, slower economic growth will result.
The forecast for the Washington metropolitan area
recognizes the expected slower national economic
growth and projects a gain of 3.4 percent for 2000
whichisdown from 4.1 percent in 1999.

Slower growth can be expected in Fairfax
County aswell especially during the year’ sfirst half.
The County’s economy will be influenced by higher
interest rates, higher wage rates and price increases,
|abor shortages, and weaker consumer spending. With
consumer debt loads at near peak levels, it can be ex-
pected that debt reductionwill resultin slightly slower
retail spending. However, these external and internal
constraintswill only moderatethe strong growth trend
that Fairfax County hasenjoyed over the past four years
and the County’ s economy will continue to maintain
itspositionintheregional economy asitslargest single
source of local job and income growth.
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Fairfax County, Virginia Economic Indicators
Current and Previous Months

Economic Indicator Estimates Percent Change
Nov-99 Oct-99 Nov-98 Oct-99 Nov-98
Prelim. Final Final to to
Nov-99 Nov-99
Fairfax County Business Cycle Indicators
Coincident Index (1987 = 100) 123.45 122.61 118.82 0.69 3.90
Leading Index (1987 = 100) 105.89 105.01 104.13 0.84 1.69
Fairfax County Coincident Index Components
Total Covered Employment (Seasonally Adjusted) 513,049 512,564 488,654 0.09 4.99
Total Covered Employment (Unadjusted) 514,983 511,057 490,497 0.77 4.99
Transient Occupancy Tax ($'000='87, Smoothed, Seasonally Adjusted) 343 298 344 15.00 -0.12
Transient Occupancy Tax ($'000=Current, Smoothed Only) 505 474 494 6.51 2.21
Sales Tax Receipts ($'000='87, Seasonally Adjusted) 8,657 8,909 7,738 -2.83 11.88
Sales Tax Receipts ($'000=Current, Unadjusted) 11,095 10,502 9,589 5.65 15.71
South Atlantic Consumer Confidence 185 183 179 0.98 3.53
Fairfax County Leading Index Components
New Automobile Registrations (Seasonally Adjusted) 5,490 6,308 4,847 -12.97 13.27
Automobile Registrations (Unadjusted) 4,882 6,070 4,310 -19.57 13.27
Initial Unemployment Claims (Seasonally Adjusted) 625 636 740 -1.68 -15.47
Initial Unemployment Claims (Unadjusted) 563 585 666 -3.76 -15.47
South Atlantic Consumer Expectations 117.1 113.4 110.0 3.26 6.45
Residential Building Permits (Number of Units, Seasonally Adjusted) 548 330 439 65.88 24.74
Residential Building Permits (Number of Units, Unadjusted) 484 359 388 34.82 24.74
Residential Building Permit Value ($'000='87, Seasonally Adjusted) 34,451 25,933 33,253 32.85 3.60
Residential Building Permit Value ($=Current, Unadjusted) 45,067 41,146 42,511 9.53 6.01
Fairfax County Labor Force
Total Labor Force (Seasonally Adjusted) 548,116 538,832 539,277 1.72 1.64
Total Labor Force (Unadjusted) 562,929 545,166 553,851 3.26 1.64
Unemployment Rate (Percent, Seasonally Adjusted) 1.23 1.47 1.33 -- --
Unemployment Rate (Percent, Unadjusted) 1.59 1.83 1.69 -- --

Notes: All components included in the indices are seasonally adjusted. In addition, those expressed in dollar value

(Building Permit Value, Transient Occupancy Tax, and Sales Tax) are expressed in constant 1987 dollars. Initial Claims are

inverted prior to inclusion in the Leading Index; that is, an increase in claims results in a decrease in the index and visa versa.
Because of its quarterly collection schedule, the Transient Occupancy Tax is smoothed. Unadjusted data (italics) and Fairfax

County Labor Force data are not included in either index, but are shown for informational purposes. All percent changes are

calculated from unrounded data.
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Weareontheweb at:
www.co.fairfax.va.us/comm/
economic/economic.htm

Inquiries should be directed to:

The Fairfax County
Department of Management and Budget
12000 Government Center Parkway, Suite 561

Fairfax, Virginia 22035-0074

(703) 324-2391 or 1-800-828-1120 (TDY)




